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Needed  Reform  in  the 
Present  Federal  Tax  Laws* 

Measures  Which  Should  Be  Taken  to  Re- 
lieve Business  From  Unwarranted 
Burden  of  Existing  Taxation 

MORRIS  F.  FREY 

Tax  Gonmillaiit,  GmamOj  Trnat  Comptmj  ei  New  Yock 

IMMEDIATE  reforms  in  Federal  taxation  are 
necessary  if  business  is  to  progress  and  ex- 
pand sufficiently  to  meet  the  demands  for  in- 
creased production.  To  continue,  during  peace 
times,  the  taxation  of  business  profits  upon  a 
war  basis,  means  to  injure  American  business  and 
industry  beyond  reparation.  All  clear  thinking 
Americans  must  realize  that  we  are  now  passing 
through  one  of  the  most  critical  periods  in  Ameri- 
can history.  Social  unrest  is  becoming  more  and 
more  pronounced,  and  the  demands  of  labor  must 
be  met  by  a  division  of  the  earnings  of  industiy 
and  commerce.  The  claims  of  labor  cannot  be 
satisfied  if  business  is  to  be  indefinitely  burdooed 
as  at  present,  with  taxes  so  high  as  to  discourage 

*Ilepiinted  from  the  November,  1919,  issue  of  Truit  ComponiM  MoQOMin* 
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enterprise  and  letard  production.  Nothing  can 
help  solve  the  present  unstable  social  conditions 
better  than  largely  mcreased  production,  but  busi- 
ness concerns  cannot  be  expected  to  accept  the 
hazards  of  extmidve  expansion  and  at  the  same 
time  pay  to  the  Government  a  large  proportion 
of  their  profits  in  the  f wm  of  excess  profits  and 
income  taxes. 

MiUuues  Against  Foreign  Trade 
Moreover,  our  high  taxes  miHtate  against  the 
expansion  of  our  foreign  trade,  which  at  this  time 
is  so  nnportant  to  the  future  prosperity  of  our  in- 
dustries.   The  high  rates  for  money  which  are 
demanded  by  the  investor  because  of  heavy  taxa- 
tion, deter  the  opening  of  commercial  credits 
and  the  free  investment  in  foreign  securities. 
In  fact  our  own  industries  are  precluded  from 
financmg  by  bond  issues,  except  at  excessive  rates, 
which  overcome,  in  a  measure,  the  tax  of  the  in- 
dividual mvestor,  and  they  have  recently  favored 
the  raising  of  capital  by  the  issue  of  preferred  stock 
which  is  less  expensive.    The  high  rate  of  return 
on  such  stock  also  is  proving  attractive  now  to 
mvestors  who  formerly  would  invest  only  in  high- 
grade  bonds,  thus  demonstrating  that  high  rates 
of  tax  are  mchned  to  cultivate  speculative  ten- 
dencies, rather  than  encourage  caution  and  thrift. 
And  even  with  the  inducement  of  high  return, 
capital  has  been,  to  a  considerable  extent,  diverted 
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from  investment  in  industries  to  investment  in 
securities  which  are  exempt  from  tax. 

To  retain,  at  this  time,  taxes  which  are  so  in- 
jurious to  our  economic  welfare,  is  unjustifiable 
and  immediate  remedy  should  be  afforded  by 
Congress.  Great  Britain  has  recc^ized  the  neces- 
sity of  such  reform,  and  in  the  last  budget  there  was 
included  a  provision  for  a  50  per  cent,  reduction  of 
the  war  profits  tax.  In  introducing  this  budget, 
the  Chancellor  of  the  Exchequer  stated,  in  effect, 
that  the  existing  high  tax  deterred  enterprise,  in- 
dustry, and  development.  The  statement  of  the 
Chancellor  can  be  appUed  with  equal  force  to 
American  industry. 

Repeal  of  Excess  Profits  Tax 

One  of  the  most  urgent  reforms  in  our  present 
system  of  taxation  is  the  repeal  of  the  excess  profit 
tax.  This  tax,  in  its  present  form,  though  probably 
justifiable  as  a  means  of  raising  revenue  for  tl^ 
prosecution  of  the  war,  is  both  unscientific  in  prin- 
ciple and  economically  unsound.  Although  this 
tax  is  in  the  form  of  a  direct  tax  on  profits,it  is, 
in  effect,  a  most  unsatisfactory  commodity  tax. 
A  manufacturer  or  merchant  or  other  business 
concern  subject  to  the  tax  is  required  to  estimate 
in  advance  the  amount  which  he  is  compelled  to 
add  to  the  selling  price  of  the  commodity  and  to 
pass  the  same  on  to  the  ultimate  consumer,  in 
order  to  protect  himseK  against  the  heavy  impo- 


sition.  Because  of  the  uncertainty  of  the  deter- 
mination of  tax  owing  to  the  intricacies  and  oom- 
pleidties  of  the  law,  a  business  concern  is  apt  to 
overestimate,  rather  than  underestimate,  its  lia- 
biUty.  In  doing  this,  it  becomes  an  unintentional 
profiteer  in  protecting  itself  from  an  undue  usur- 
pation of  its  earnings.  If  we  aboUsh  the  excess 
profits  tax,  we  undoubtedly  will  have  eliminated 
a  potent  factor  in  the  existing  high  cost  of  Hving. 

Penalizing  Credit 

Furthermore,  the  excess  profits  tax  law,  as 
framed,  penalizes  credit.  It  says,  in  effect : "  If  you 
are  a  corporation  whose  credit  is  good,  and  you 
expand  your  business  through  loans,  we  will  give 
you  no  allowance  for  capital  so  raised  and  em- 
ployed, but  we  will  tax  you  on  your  profits  to  the 
same  extent  as  if  this  borrowed  capital  did  not 
exist."  On  the  other  hand,  a  concern  which  is  un- 
able to  borrow  may  get  the  full  benefit  of  all  capital 
which  is  invested  in  the  business  by  the  stock- 
holders. There  is  no  question  that  the  income  of 
the  first  business  may  be  increased  directly  by  the 
investment  of  borrowed  money  made  possible  by 
the  borrowing  abihty  of  the  corporation.  Yet, 
the  corporation  in  the  second  instance,  which  has 
no  credit,  will  have  the  same  exemption  and  will 
be  taxed  at  proportionately  lower  rates  than  the 
first  corporation.  The  kw,  with  its  present  limi- 
tations on  invested  capital,  not  only  gives  no 


recognition  to  a  concern  which  can  expand  its 

business  by  credit,  but  unjustly  imposes  a  heavier 
burden  upon  such  business  than  upon  a  business 
which  is  unable  to  obtain  credit.  This  is  but 
another  flagrant  example  of  Uie  tendency  of  this 
law  to  deter  expansion  and  thus  retard  production. 

Many  Inequalities  Produced  by  Excess 

Profits  Tax 

The  inequalities  produced  by  the  excess  profits 
tax  law  are  so  many  that  it  is  impossible  to  enu- 
merate all  of  them.  In  fact,  th^  become  more  ap- 
parent with  the  age  of  the  law.  The  effect  of  the 
application  of  the  excess  profits  tax  is  often  the 
result  of  chance  in  the  organization  of  the  corpora- 
tion, or  the  age  of  the  corporation.  For  example, 
a  corporation  organized  in  191^,  having  no  knowl- 
edge of  the  form  which  future  revenue  legislation 
would  take,  may  have  capitalized  at  $500,000  and 
issued  bonds  for  an  additional  $500,000.  A.  com- 
peting corporation,  engaged  in  identically  the 
same  business,  may  have  organized  at  the  same 
time,  capitalizing  at  $1,000,000  by  issuing  $500,000 
in  common  stock  and  $500,000  in  preferred  stock, 
instead  of  bonds.  In  the  first  case,  provided  the 
surplus  and  undivided  profits  of  the  two  corpora- 
tions are  the  same,  the  invested  capital  of  the  cor- 
poration issuing  bonds  will  be  $500,000  less  than 
the  invested  ci4>ital  of  the  corporation  which 
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issued  preferred  stock.  If  the  net  income  of  the 
two  competing  corporations  is  the  same,  the  tax 
on  the  latter  corporation  will  be  reduced  because  of 
the  difference  in  the  invested  capital.  Here  we 
have  two  corporations  with  the  same  amount  of 
capital  originally  invested  and  employed  in  the 
business,  one  of  which  is  taxed  in  excess  of  the 
other  because  of  the  nature  of  its  capital. 

Again,  we  may  take  a  corporation  organized 
in  1904  with  a  paid-m  capital  of  $^,500,000.  The 
actual  value  of  the  property  paid  in,  consisting  of 
plant  and  other  property,  on  January  1, 1919,  due 
to  appreciation,  is  $5,000,000.  In  1918,  a  cor- 
poration engaged  in  the  same  business  is  organized 
with  a  paid-in  capital  of  $5,000,000  invested  in 
plant  and  other  tangible  property  of  equal  value. 
Although  the  capital  invested  at  the  beginning  of 
the  taxable  year  is  the  same  in  each  corporation, 
the  corporation  organized  in  1904  is  allowed  to 
include  in  invested  capital  for  excess  profits  tax 
purposes  only  the  original  $2,500,000  paid  in, 
without  taking  into  consideration  the  increased 
value  of  its  assets  due  to  appreciation.  The  cor<- 
poration  organized  in  1918,  with  assets  of  no 
greater  value  than  the  other  corporation,  may 
compute  its  excess  profits  tax  on  the  basis  of  a 
$5,000,000  capitalization.  The  excess  profits  tax 
at  the  rates  for  1919,  assuming  that  each  corpora- 
tion earns  $1,500,000,  will  be  $459,400  for  the 
corporation  organized  in  1904,  and  $319,400  for 
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the  corporation  organized  in  1918,  although  the 
business  is  the  same  and  the  assets  and  earnings  of 

the  corporations  are  of  like  amounts. 

Inequalities  Affecting  Good-WUl, 
I  Trade  Marks,  Etc, 

Inequalities  also  exist  in  many  cases  of  corpora- 
tions which,  through  long  established  business, 

1  have  built  up  valuable  good-will  and  trade  marks, 

and  of  newly  organized  corporations  which  have 
purchased  assets  of  going  concerns,  including 

I  good-wiU  and  trade  marks.  For  example,  a  cor- 

poration may  have  been  in  existence  for  twenty- 
five  years  and  have  acquired,  through  extensive 
advertising  and  reputation  for  service  and  business 
methods,  good- will  of  a  market  value  of  $1,000,- 

i  000.  The  value  of  this  good-will  cannot  be  con- 

I  sidered  in  the  computation  of  invested  capital. 

i  The  following  year  a  going  corporation  may  pur- 

chase the  assets  of  the  first  corporation,  paying 
for  the  good-will  the  sum  of  $1,000,000  cash.  This 

!  corporation  would  be  entitled  to  include  the  value 

'  of  the  good-will  so  purchased  as  invested  capital. 

'  Many  cases  now  exist  in  which  valuable  good- will 

with  immense  earning  power  cannot  be  considered 
in  the  computation  of  invested  capital,  whereas 
other  corporations  which  have  purchased  good- 

k  will  for  cash  are  allowed  to  include  such  good-wiU 
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at  its  cost,  thus  working  a  particular  hardship 

on  many  competing  corporations. 

The  practice  also  of  assessing  different  forms 
of  business  organization  by  difiFerent  methods  of 
taxation,  as  at  present,  produces  inequaUties  in 
competing  firms  and  corporations.  For  instance, 
a  corporation  having  invested  capital  of  $50,000 
and  profits  of  $20,000  would  pay  a  tax  of  $4,680 
based  on  the  1919  rates,  wheieas  if  the  same  busi- 
ness were  conducted  by  two  partners,  each  sharing 
equally  in  the  profits  and  having  no  oth^  income, 
the  tax  paid  by  each  would  be  approximately  $590, 
or  a  total  tax  of  $1,180.  In  this  case  the  corpora- 
tion is  taxed  more  than  300  per  cent,  higher  than 
a  partnership  engaged  in  the  sune  business 
would  be  taxed.  This  is  true  in  the  case  of  smaller 
corporations.  In  certain  cases,  howev^,  a  partner- 
ship whose  earnings  are  large  will  be  taxed  higher 
than  a  corporation  whose  stock  is  held  in  the  same 
proportion  as  the  interest  of  the  individual  partners 
in  the  partnership. 

Aside  from  the  fundamental  objections  to  the 
excess  profits  tax,  the  administration  of  the  law  is 
both  difficult  and  intricate.  The  computation  of  a 
tax,  based  on  invested  capital  arbitrarily  defined 
and  net  income,  is  necessarily  so  compUcated  as  to 
be  practically  unintelligible  to  the  average  business 
m^n  who  has  neither  the  time  nor  the  inclination 
to  work  out  the  problems  with  which  he  is  con- 
fronted in  the  preparation  of  his  tax  return.  This 
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is  especially  true  with  respect  to  placing  a  valua- 
tion on  invested  capitied. 

Excessive  Burdens  Imposed  on  Incomes 

Based  on  the  estimates  of  the  Administration, 
approximately  35  per  cent,  of  the  cost  of  the  war 
has  been  borne  by  current  taxation.  This  is  a 
greater  amount  than  the  original  program  called  for, 
and  is  due  largely  to  the  ease  with  which  a  legis- 
lature may  increase  the  rates  of  taxation  on  in- 
comes without  realizing  the  ultimate  ^ect  of  the 
high  assessment.  To  continue  to  raise  such  enor- 
mous sums  of  revenue  by  means  of  an  assessmoit 
on  incomes  will  place  a  greater  burden  on  posterity 
by  impeding  the  industrial  growth  of  the  country 
than  would  the  passing  to  them  of  a  larger  con- 
tribution to  the  war  debt  than  is  now  contem- 
plated. 

The  entire  elimination  of  a  tax  on  income  is, 
of  course,  not  to  be  considered,  as  income  taxes 
must  be  recognized  to  have  become  a  perman^t 
part  of  our  Federal  revenue  system.  Such  taxes, 
however,  must  be  kept  within  reasonable  limits,  and 
where  revenue  is  needed  beyond  an  amount  which 
may  be  properly  and  logically  raised  by  this  means, 
other  sources  of  taxation  should  be  considered. 
Unquestionably,  our  present  rates  of  tax  are  un- 
duly oppressive  to  business,  and  if  the  amount  of 
revenue  now  estimated  to  be  necessary  to  hoep 
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our  Government  functioning  must  be  forthcoming, 
other  methods  ol  taxation  should  be  adopted. 

Gross  Sales  Tax  Recommended 

Ample  revenue  may  be  raised  and  our  excess 
profits  tax  abolished  and  in(x>me  tax  lowered  by 
the  enactment,  in  lieu  thereof,  of  a  consumption 
tax,  in  the  nature  of  a  tax  on  gross  sales.  It  is  es- 
timated that  a  general  consumption  tax,  based  on 
gross  sales,  at  the  rate  of  1  per  cent.,  would  yield 
amounts  varying  from  $1,250,000,000  to  $3,500,- 
000,000  annually,  depending  upon  the  extent  of 
the  apphcation  of  the  tax,  the;  former  amount 
being  realized  if  the  tax  were  confined  exclusively 
to  retail  sales,  and  the  latter  amount  if  applied  to 
all  tumov^.  A  tax  of  this  character  is  so  evenly 
distributed  that  it  would  be  felt  but  little ;  at  the 
same  time  it  would  be  most  productive.  In  most 
cases  the  tax  would  be  passed  on  to  the  consumer, 
who  would  pay  the  small  assessment  as  a  i>art  of 
the  cost  of  the  product.  It  would  be  so  light,  how- 
ever, that  it  would  hardly  be  realized.  In  many 
cases  the  amount  paid  would  be  so  small  that  the 
cost  of  the  goods  would  probably  not  be  increased, 
but  the  tax  would  be  borne  by  the  seller  or  pro- 
ducer. In  all  cases  competition  could  be  depended 
upon  to  prevent  any  excessive  increases  in  the  cost 
of  products  or  merchandise  on  account  of  the  tax. 

In  addition  to  the  uniformly  equitable  character 
of  the  tax,  the  administration  and  enforcement  of 
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a  law  of  this  character  would  be  simple  and 
would  relieve  both  the  public  and  the  Govern- 
ment from  the  unnecessary  confusion  and  ^qpense 
incidental  to  a  law  involving  the  intricate  and 
complex  provisions  of  the  excess  profits  tax.  With 
the  reduction  of  the  expenses  of  the  Government 
which  will  come  with  the  resumption  of  normal 
conditions,  the  gross  sales  tax  may  be  repealed  and 
the  needs  of  the  GovenMnent  met  by  the  revenue 
derived  from  income  taxes  and  import  duties. 

Remove  Tax  on  Reorganizations 

In  addition  to  the  elimination  of  the  excess 
profits  tax  and  a  general  reduction  of  income  tax, 
a  number  of  objectionable  features  in  the  present 
law  should  be  remedied  by  legislation.  One  of  the 
most  important  of  these  is  the  repeal  of  Section 
202  (b),  which  provides  that  taxable  income  shall 
accrue  when,  in  the  case  of  any  reorganization, 
merger,  or  consoUdation  of  a  corporation,  a  person 
receives,  in  place  of  stock  or  securities  or  securities 
owned  by  him,  new  stock  or  securities  having  a 
par  or  face  value  in  excess  of  the  aggregate  par 
or  face  value  of  the  stock  or  securities  exchanged. 
In  such  case  the  law  now  provides  that  a  like 
amount  in  par  or  face  value  of  the  new  stock  or 
securities  received  shall  be  treated  as  taking  the 
place  of  the  stock  or  securities  exchanged,  and  the 
amount  of  the  excess  in  par  or  face  value  shall  be 
treated  as  a  gain  to  the  extent  that  the  fair  market 


value  of  the  new  stock  or  securities  is  greater  than 
the  cost  or  fair  market  value  on  March  1,  1913,  of 
the  stock  or  securities  exchanged.  This  provision 
is  holding  up  many  reorganizations,  consolidations, 
and  mergers,  because  stockholders  refuse  to  run 
the  risk  of  paying  a  large  tax  on  a  paper  profit 
which  has  not  been  realized. 

This  provifflon  should  be  eliminated  for  two 
reasons:  First,  it  is  doubtful  if  any  taxable  income 
accrues  within  the  meaning  of  the  law;  and,  second, 
it  prevents  desirable  rearrangements  of  business 
which  are  essential  at  the  present  time  to  industrial 
expansion.  The  stockholder  in  the  case  of  a  re- 
organization or  consolidation  receives  only  a 
certificate  of  stock  evidencing  an  interest  in  the 
same  property  the  ownership  of  which  was  evi- 
denced by  the  certificate  which  he  has  surrendered. 
Th^e  is  no  separation  of  the  capital  invested  in  the 
stock  and  the  appreciation  in  the  value  of  the  stock 
exchanged  which  is  essential  to  the  realization  of 
income  within  the  meaning  of  the  taxing  act.  In 
other  words,  the  exchange  of  stock  is  merely  an 
exchange  of  an  evidence  of  the  ownership  of  an 
interest  in  the  same  property. 

There  is  a  decided  difference  in  an  exchange  of 
securities  under  these  conditions,  and  an  exchange 
of  a  readily  marketable  security  of  one  kind  for  a 
marketable  security  of  another.  In  the  latter  case, 
it  would  be  possible  in  many  cases  for  a  person 
to  avoid  paying  any  tax  on  an  exchange  of  invest- 
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ments  if,  instead  of  seUing  a  stock  outright,  he 
should  arrange  to  exchange  it  for  the  stock  of 
another  corporation  of  an  equal  market  value. 

The  existence  of  this  provision  has  been  the 
cause  of  various  methods  being  adopted  to  avoid 
payment  of  tax  in  the  case  of  a  reorganization 
consolidation,  or  merger.  One  of  these  methods 
is  the  incorporation  under  the  law  of  a  state  under 
which  stock  of  no  par  value  may  be  issued  without 
requiring  a  corporation  to  fix  in  a  certificate,  or 
on  its  books  of  account  or  otherwise,  an  amount  of 
capital  or  an  amount  of  stock  issued  which  may 
not  be  unpaired  by  the  distribution  of  dividends. 
The  Department  has  recognized  in  its  regulations 
this  method  of  reorganization  as  possible,  without 
the  payment  of  tax.  If,  however,  a  corporation 
does  not  desire  to  adhere  to  these  conditions,  it  is 
necessaiy  for  the  stockholders  either  to  refrwn 
from  reorganization  or  to  submit  in  many  cases  to 
an  extremely  high  tax  on  profits  which  are  not 
realized. 

Present  Tax  on  Profits  from  Sale  of 

CapUxd  Assets 
Achange  m  the  law  should  also  be  made  in  the 
method  of  asffpfM""g  profits  derived  from  the  sale 
of  capital  assets.  Undra  the  present  law  the 
profits  realized  from  the  sale  of  capital  assets  are 
subject  to  tax  at  the  rates  effective  for  the  year 
in  which  such  property  is  sold,  regardless  of  the 
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fact  that  such  profits  may  be  derived  from  the  sale 
of  property  acquired  many  years  ago.  To  tax,  at 
the  very  high  rates  now  existing,  profits  accrued 
over  a  period  of  years,  is  not  only  unfair,  but  has 
prevented  the  sale  of  property  which  otherwise 
would  have  changed  hands.  The  result  is  that  the 
Government  receives  no  revenue  in  such  cases,  and 
improvements  which  would  result  from  such  trans- 
fers are  prevented.  An  equitable  method  of  assess- 
ment should  be  adopted.  The  fairer  method,  un- 
doubtedly, would  be  to  prorate  the  profits  over  the 
period  during  which  the  property  has  been  held 
and  assess  and  collect  tax  <»i  the  proportionate 
profits  attributable  to  the  particular  year  at  the 
rates  effective  for  sucli  year.  By  this  means  an 
accumulation  of  profits  for  a  number  of  years 
would  not  be  assessed  as  a  whole  in  one  year. 
Other  methods  have  been  suggested,  but  this 
would  seem  to  be  the  most  equitable. 

Taxation  of  Non-resident  Income 

With  the  increasing  popularity  of  income  taxa- 
tion throughout  the  world  it  has  become  impera- 
tive that  uniformity  should  exist  in  the  methods  of 
taxing  non-residents.  Dual  taxation  can  be  averted 
only  by  the  nations  which  impose  an  income  tax, 
recognizing  the  laws  of  one  another  to  the  extent 
that  income  should  have  but  one  situs  for  the  pur- 
poBsi  of  taxatidi.  Under  existing  laws  it  is  not  an 
uncommon  incident  to  see  the  English  and  Ameri- 
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can  income  tax  exceed  the  net  income  of  the  tax- 
payer. To  remedy  this  condition,  a  uniform  prac- 
tice of  taxing  nonresident  aliens  should  be  con- 
sidered and  adopted  at  an  early  date  by  a  commis- 
tion  compoted  of  repremUaiwes  Jrom  aU  countries 
imposing  an  income  tax. 

There  is  no  question  that  on  income  derived 
from  business  engaged  in  or  transacted  in  a  foreign 
country  a  non-iesident  alien  should  be  required  to 
pay  a  tax  to  the  country  in  which  he  is  carrying  on 
mck  business  and  in  which  he  derives  the  income. 
He  should,  however,  not  be  required  to  pay  tax 
again  on  this  income  to  another  country.  To  a 
certain  extent,  this  has  been  remedied  by  our  pres- 
ent income  tax  law,  so  far  as  citizens  of  the  United 
States  living  in  this  country  are  concerned,  but  the 
law  should  be  amended  to  give  complete  relief  in 
all  cases. 

An  entirely  different  situation  exists,  however, 

in  the  case  of  taxation  of  income  derived  from 
stocks  and  bonds  of  domestic  corporations  owned 
by  non-resident  aliens.  Under  the  Federal  income 
tax  law  of  19  IS  as  interpreted  by  the  Attorney 
General  of  the  United  States,  the  income  from 
stocks  and  bonds  of  domestic  corporations  owned 
by  non-resident  aliens  was  not  subject  to  tax.  The 
Treasury  Department,  however,  in  1916,  refused 
to  follow  longer  the  opinion  of  the  Attorn^ 
G^eral  and  insisted  upon  the  collection  of  tax 
on  such  income.  In  the  Act  of  1916  and  the  Act 

[15] 


of  1918  such  income  was  made  specifically  subject 

to  tax.  Prior  to  the  war,  American  securities  in 
large  volumes  were  purchased  and  held  in  foreign 
countries,  and  when  the  proper  time  arrives,  we 
will  again  desire  to  market  securities  in  foreign 
fields.  The  present  tax,  if  retained,  so  discrimi- 
nates against  American  securities  that  it  will 
seriously  interfere  with  their  marketability  abroad, 
and  it  is  th^r^ore  of  vital  interest  to  this  country 
that  this  provision  of  the  law  should  be  repealed. 

T(zx  on  Interest  of  Non-resident  AUen  Bank 

Deposits 

The  phase  of  the  tax  on  non-residents  which  is 

now  probably  of  greater  concern  than  any  other 
is  the  tax  on  interest  on  bank  deposits  of  non- 
resident aUens.  The  continuance  of  a  tax  of  this 
character  is  injurious  to  the  general  industrial 
prosperity  of  the  country  and  particularly  to  the 
promotion  of  foreign  trade.  In  the  first  place,  a 
bank's  deposits  constitute  a  part  of  its  operating 
capital,  and  any  governmental  policy  which  tends 
to  decrease  the  amount  of  such  deposits  has  a 
detrimental  effect,  not  only  upon  the  bank  itself, 
but  also  upon  all  collateral  lines  of  business. 

At  the  present  time  export  credit  is  an  impor- 
tant factor  in  the  United  States  and  anything 
which  tends  to  check  such  credit  is  disastrous  to 
the  foreign  trade  of  this  country.  To  satisfy  the 
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demands  of  American  exporters,  in  many  cases, 

it  is  necessary  that  foreign  deposits  be  maintained 
in  New  York.  As  a  matter  of  practice,  many 
American  exporters  insist  upon  receiving  payment 
in  New  York  for  goods  destined  for  overseas 
markets.  Li  order  to  meet  this  situation,  the 
foreign  buyer,  through  his  local  bank,  has  money 
on  deposit  in  New  York  and  arranges  for  the  seller 
in  the  United  States  to  draw  here,  the  New  York 
bank  debiting  the  foreign  account  accordingly. 

It  is  not  attractive  to  the  European  banker  to 
place  his  money,  in  normal  times,  in  a  country 
where  he  is  required  to  pay  a  tax  on  the  interest 
which  he  receives  on  his  balance,  and  it  is  not  un- 
likely that  he  will  instruct  his  customers  to  pur- 
chase in  some  other  market.  If  the  situation  is 
not  remedied  there  is  grave  dangor  that  many  of 
these  foreign  banks  will  transfer  their  accounts 
to  banks  outside  of  the  United  States  where  such 
tax  is  not  imposed. 

The  benefits  derived  from  this  tax  because  of  the 
revenue  which  it  produces  are  entirely  dispro- 
portionate to  the  detrimental  effects  produced 
upon  the  instrumentaUty  upon  which  it  is  levied. 
The  amount  which  the  tax  produces  is  compara* 
tively  small.  The  amount  of  income,  however, 
derived  indirectly  from  such  deposits  is  large.  If 
these  deposits  are  removed,  the  Government  will 
lose  not  only  the  tax  on  the  interest  on  mch.  de- 
posits, but  will  lose  a  very  much  heavier  tax  on  the. 
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profits  which  American  business  concerns  derive 
indirectly  from  the  maintenance  of  such  deposits 
in  this  country.  It  is  advisable,  therefore,  not 
only  from  the  point  of  view  of  American  industry 
but  from  the  point  of  view  of  the  United  States 
Government  that  iJiese  objectionable  features  of 
our  Federal  law  be  immediately  repealed.  Other 
changes  in  the  law  to  prevent  dual  taxation  of  non- 
residents are  desirable,  but  those  stated  above  are 
of  the  greatest  importance  at  the  present  time. 

A  Single  Graduated  Tax  Preferable 

In  addition  to  the  fundamental  defects  in  the 
present  i^stem  of  taxation  which  have  been  sug- 
gested, certain  changes  may  well  be  made  in  the 
present  law  which  wiU  be  marked  advantage 
from  the  standpoint  of  simplicity  and  ease  of 
administration.  A  most  desirable  change  is  the 
form  of  the  present  income  tax.  The  existing  law 
in  effect  provides  for  two  separate  taxes,  a  normal 
tax  and  a  graduated  surtax.  This  distinction 
is  confusing  to  the  taxpayer  and  results  in  un- 
necessary complications  with  respect  to  the  com- 
putation of  the  tax.  The  reason  for  differentiating 
between  those  two  classes  of  taxes,  imder  the 
original  income  tax  law,  was  for  the  purpose  of  the 
collection  of  tax  at  the  source.  As  the  collection 
of  tax  at  the  source  has  been  abolished,  with  the 
eicceptiou  of  tax  on  the  income  of  a  non-resident 
alien,  and  interest  on  "tax  free"  covenant  bonds, 
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the  classification  of  normal  and  surtax  is  no 
longer  necessary  or  advisable.  The  law  could 
be  amended  to  provide  for  a  smgle  graduated  in- 
come tax,  with  prop^  credits  for  tax  on  accoimt  of 
income  derived  from  dividends  on  stocks  of  domes- 
tic corporations  and  interest  on  Liberty  Bonds, 
which  would  sunplify  the  existing  provisions  by 
ftlinfiiimting  a  usdess  distinction. 

Among  other  amendments  of  the  law  which  are 
advisable  is  the  continuance  of  the  present  pro- 
vision of  the  law,  expiring  in  1920,  which  permits 
the  allowance  of  a  net  loss  in  one  year  against  the 
net  income  of  the  following  or  preceding  year,  and 
the  extension  of  the  period  oi  thirty  days  from 
date  of  discovery  to  one  year  from  such  date 
within  which  tiie  fair  market  value  of  mines,  oil 
and  gas  wells,  must  be  determmed  for  the  purpose 
of  the  depletion  allowance. 
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PERVERTED  EDUCATION 

The  most  wonderful  educational  fact  of  the 
age  has  appealed  to  the  imagination  of  every 
thinking  man,  but  the  significance  of  it  for  our 
own  educational  system  has  not  everywhere 
been  appreciated.  This  outstanding  fact  is  that 
one  generation  of  carefully  planned,  state- 
directed  education  has  left  on  the  minds  of  the 
German  people  exactly  the  impress  it  was  de- 
signed to  leave.  Teachers  cver)rwhere  are  see- 
ing an  overwhelming  proof  of  their  thesis, 
loudly  asserted  before  but  only  half  believed, 
that  "Education  actually  is  potent  to  direct 
emotions  and  to  build  ideals  into  character." 
To  be  more  specific  we  have  all  seen  the  won- 
derful but  ignoble  work  that  Germany's  school 
system  has  performed.  We  have  seen  it  grind 
relentlessly  and  perfectly  until  a  Hohenzollern 
product,  "made  in  Germany,"  was  piteously 
turned  out.  It  has  been  revealed  to  us  that 
those  who  survived  that  hard  regime  would  do 
the  Kaiser's  will  in  air  or  under  sea — with 
Zeppelin  or  Submarine  they  hasten  to  do  his 
bidding, — barbarous  and  inhuman  as  it  might 
be.  How  far  the  plan  was  conscious,  or  to 
what  extent  it  was  unconscious  we  do  not 
know,  but  of  this  we  are  sure  that  there  radi- 
ated from  Prussia  through  all  the  German 
empire  a  scheme  of  education  calculated  to  fix 
the  Teutonic  mind  from  its  youth  to  accept 
with  blind  submission  the  ambitions  of  the 
ruling  dynasty,  to  believe  in  Germany,  the  ex- 
alted, and  to  be  obsessed  like  a  national  klep- 
tomaniac with  the  idea  that  Germany  must 
conquer  her  neighbor's  territory.  The  Im- 
perial family  did  not  neglect  to  have  its  praises 
sung  by  the  text-book  writers.  "In  time  of 
danger,"  says  one  text-book,  "Divine  Provi- 
dence has  always  sent  a  Hohenzollern  to  rescue 
Germany.  Only  grateful  devotion  to  our 
prince  can  maintain  the  state  on  the  heights 
she  has  attained."  No  kind  of  text-book  was 
left  unused  for  the  purpose  of  administration. 
Readers  quoted  the  passage  from  Heine  about 
waking  the  ancient  Teutonic  battle  madness, 
and  rousing  Thor  from  his  thousand  years' 
sleep  to  shatter  the  Gothic  cathedrals  (Rheims 
Cathedral  perhaps)  with  his  giant  hammer, 
and  send  the  old  German  thunder  crashing  as 
nought  ever  crashed  before  in  the  history  of 
the  world.  Could  an  Apache  Indian  shout  a 
more  blatant  battle  song?  The  very  choruses 
roared  all  over  Germany  reminded  Germans 
that  they  were  of  the  Hammer  God's  race  and 
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ought  to  inherit  his  world  empire.  Even  the 
omissions  in  education  worked  to  the  same 
warlike  end.  The  Kaiser  would  never  inter- 
fere with  the  student  duelling,  because  it 
drilled  the  future  officers  in  the  cruelty  suited 
to  the  war  of  f rightfulness  which  the  General 
Staff  had  planned. 

All  of  this  perverted  education  had  the  aim 
of  preparing  the  German  mind  to  be  exploited 
when  their  rulers  were  ready  for  the  carrying 
out  of  the  aims  of  "the  Httle  group  of  am- 
bitious men,"  to  use  President  Wilson's  words, 
"who  were  accustomed  to  use  their  fellow  men 
as  pawns  and  tools."  It  is  far  from  me  to  wish 
ever  to  behold  education  in  America  directed 
even  for  a  good  purpose  by  any  small  group  at 
the  center  of  our  political  system,  but  would 
it  not  be  well  if  it  were  impressed  upon  those 
who  direct  education  from  the  many  centers 
scattered  all  over  this  broad  land  that  certain 
fundamental  American  ideals  •  ought  to  be 
everywhere  impressed  upon  American  youth? 
The  crisis  through  which  this  nation  recently 
passed,  before  it  could  be  brought  to  a  whole- 
hearted support  of  a  war  begun  for  the  pur- 
pose of  preserving  the  most  vital  principles 
upon  which  it  was  founded,  has  aroused  edu- 
cators everywhere,  like  a  fire-bell  in  the  night, 
to  understand  that  we  must  employ  our  edu- 
cational machinery  more  than  we  have  in  the 
past  to  imbue  every  American  citizen  with  a 
comprehension  of  democratic  principles. 

If  we  can  find  some  definite  means  of  secur- 
ing an  understanding  of  democratic  ideals,  we 
may  expect  as  a  result  a  patriotic  zeal  in  de- 
fending them.  If  Americanism  is  a  belief  in 
and  a  habit  of  supporting  such  ideals,  then  we 
may  hope  that  such  a  process  will  produce  it. 

There  are  many  things  that  differing  minds 
would  select  as  the  minimum  essentials  that 
our  schools  should  teach  in  this  direction,  and 
I  wish  to  suggest  only  a  few  which  will  make 
my  thought  more  concrete.  The  American's 
theory  of  the  state  is  that  it  exists  to  protect 
him  in  the  enjoyment  of  life,  liberty  and  the 
pursuit  of  happiness,  that  the  individual  is  the 
important  thing  not  the  state.  An  opposing 
theory,  and  it  happens  to  be  the  German  the- 
ory, is  that  the  state  is  the  important  thing, 
that  to  it  the  individual  owes  everything,  life 
and  liberty  and  even  blind  obedience  of  orders 
to  do  cruel  and  brutal  acts.  Why  not  teach 
that  difference  to  boys  and  girls  instead  of 
mere  dry  facts  about  the  organs  of  govern- 
ment and  their  functions?  Let  us  not  be  so 
shy  and  modest  about  the  virtues  of  our  politi- 
cal system.  The  Germans  are  not.  Let  us  say 


frankly  that  democracy  implies  a  nation  in 

peace,  that  autocracy  implies  a  nation  in  arms. 
We  can  teach  frankly  too,  that  our  great  prin- 
ciple of  local  self-government  is  wholly  at  con- 
flict with  the  German  ambitions  for  world- 
empire,  and  with  her  whole  tendency  of  gov- 
ernment in  provinces  like  Poland  and  Alsace- 
Lorraine. 

Must  Speak  Out 

It  is  the  spirit  of  our  institutions  which  we 
have  failed  to  impart  to  the  rising  generations. 
We  have  been  afraid  to  state  that  our  demo- 
cratic philosophy  upholds  the  Christian  spirit 
of  brotherhood,  asserts  the  wisdom  of  united 
action  for  the  good  of  all,  and  seeks  to  save 
the  weak  from  the  aggression  of  the  strong. 
We  have  refrained  from  saying  that  the  auto- 
cratic philosophy  operated  to  deaden  the  senti- 
ment of  humanity,  that  in  affairs  of  state  it 
sneered  at  mercy  and  gentleness,  at  love  and 
kindness,  that  the  foundation  of  that  philos- 
ophy was  the  stern  law  of  the  survival  of  the 
fittest,  that,  to  be  concrete,  Belgium,  a  weak 
state,  had  no  rights  when  she  stood  in  the 
way  of  Germany,  a  big  state.  Now  the  time 
has  come  to  speak  out  even  if  we  hurt  an  auto- 
crat's feelings.  We  must  ask  and  solve  a 
series  of  very  important  questions.  In  teach- 
ing civics  is  it  enough  to  teach  the  mere  forms 
of  government?  Can  we  not  teach  contrast- 
ing systems,  that  of  England  and  that  of  Ger- 
many? Is  it  not  proper  to  venture  upon  a 
little  historical  geography  along  with  our 
political  and  topographical  geography?  How 
would  the  manner  of  the  growth  of  Prussia 
compare  with  the  manner  of  the  growth  of 
the  British  empire  or  of  our  own  Republic? 
Would  it  be  instructive  to  put  side  by  side  in 
our  readers  quotations  revealing  the  ideals  of 
the  t3rpical  Prussian,  Frederick  the  Great,  and 
the  typical  American,  George  Washington,  or 
of  the  German  hero,  Bismark,  and  the  Ameri- 
can hero,  Abraham  Lincoln?  In  the  field  of 
history  can  we  not  compare  those  events 
which  have  brought  about  the  advance  of  civil- 
ization and  those  which  have  already  merely 
advanced  the  interests  of  a  dynasty  or  a  na- 
tion ? 

To  be  even  more  bold,  are  we  going  to  , 
tackle  some  of  the  prejudices  which  in  the  past 
have  arrayed  us  against  the  only  people  in  the 
world  who  speak  the  same  language,  who  ex- 
press the  same  ideas,  and  who  desire,  as  Lord 
Grey  says,  the  same  kind  of  world  to  live  in? 
However  much  we  may  love  and  admire  France 
— ^and  I  will  acknowledge  myself  second  to 
none  in  my  attachment  to  that  noble  race  and 


t  beautiful  land— have  we  not  had  occasion  to 
wonder  during  the  last  three  years  why  the 

■*  mass  of  American  people  rallied  to  the  moral 
support  of  France  rather  than  of  England  in 
the  Great  War?  Why  has  the  country  whose 
language  we  speak,  whose  customs  we  have 
followed,  whose  ideas  of  Liberty  we  have  in- 
herited, and  whose  legal  procedure  has  deter- 
mined ours,  made  so  little  appeal  to  the 
average  American?  Why  has  this  brave  peo- 
ple, changing  the  outward  expression  of  their 
civilization  from  a  peaceful  to  a  militaristic 
one  in  the  midst  of  the  most  frightful  of  wars, 
saving  civilization  itself  from  the  brutal  as- 
sault of  the  Prussian  Autocracy,  and  rising  to 
a  pinnacle  of  true  fame  and  glorious  service  to 
mankind — why  has  this  noble  people  won  so 

(||        little  sympathy  here  in  the  land  dominated  by 

ll'        their  nearest  of  kin? 

i  Histories  Misleadinfif 

The  answer  in  part  is  found  by  a  recent 

study  of  the  treatment  of  the  American  Revo- 
lution in  text-book  histories  of  the  United 
States.  The  author,  Mr.  Altschul,  drawing  his 
data  from  some  ninety-three  text-books,  forty 
of  which  were  in  use  twenty  years  ago  and  the 
remaining  fifty-three  in  use  at  present,  estab- 
Ushes  some  significant  results.  Of  these  books 
he  finds  that  fourteen  of  the  older  and  fifteen 
of  the  newer  deal  fully  with  the  grievances  of 
the  colonists,  make  no  reference  to  general 
political  conditions  in  England  prior  to  the 
American  Revolution,  nor  to  any  prominent 
Enghshman — like  Pitt,  Burke,  Fox  and  Barre 
— ^who  defended  the  American  cause.  Seven  of 
the  old  and  five  of  the  new  mention  Pitt  only, 
but  do  not  explain  English  political  conditions. 
A  small  minority  present  those  facts  about 
British  sympathizers  with  the  American  cause, 
and  their  temporary  political  helplessness, 
which  alone  can  give  an  American  reader  a 
proper  understanding  of  the  Revolution.  Who 
can  doubt  that  this  neglect  to  teach  the  truth, 
as  every  scholarly  student  of  the  American 
Revolution  knows  it  today,  has  prejudiced  the 
minds  of  this  and  older  generations  of  Ameri- 
cans against  Great  Britain? 

But  that  is  not  all.  Except  in  our  better  col- 
leges and  universities  the  extent  of  our  debt 
to  England  for  most  of  the  institutions  which 
dominate  in  our  republic  has  not  been  taught. 
A        Here  and  there  in  our  grade  and  high  schools 

I  a  teacher  of  exceptional  equipment  has  told 

II  his  pupils  of  our  indebtedness.  But  the  leaven 
ji  has  not  penetrated  far.  We  have  as  a  people 
T  taken  unnoticed  as  the  air  we  breathe  the 
]       institutions  of  representative  Government; 


trial  by  jury;  no  taxation  without  representa- 
tion, habeas  corpus,  right  of  public  assembly 
and  of  protest,  free  press,  free  speech  and 
right  of  petition — ^rights  that  have  all  been 
created  and  developed  by  the  English  speaking 
race.  Many  Americans  seem  to  think  that 
in  some  mysterious  way  Thomas  Jefferson, 
George  Washington  and  Patrick  Henry  in- 
vented them  one  morning  before  breakfast. 

Teach  Too  Little 

We  have  taught  the  American  youth  all  too 
little  about  the  fotmdations  of  their  liberty. 
The  story  of  the  blood  and  suffering  of  the 
builders,  of  the  tempest  that  raged  them  while 
they  built,  of  the  martyrs  who  were  the  archi- 
tects of  those  foundations.   This  history  has 
been  too  little  told.   Autocrats  see  to  it  that 
their  people  are  impressed  with  their  rulers' 
virtues  and  those  of  their  ancestors,  but  de- 
mocracies leave  their  citizens  to  take  their 
liberties  as  they  do  the  air  they  breathe.  Re- 
publics are  ungrateful  only  because  there  is 
nobody  whose  interest  it  is  to  inculcate  that 
gratitude.    Can  we  not  henceforth  teach  our 
youth  that  it  is  not  the  "flag  that  makes  us 
free,"  but  the  heroic  struggles  of  Englishmen 
and  of  our  American  ancestors  who  took  up 
the  struggle  on  this  side  of  the  Atlantic?  We 
must  have  the  story  of  that  struggle  graven 
deep  in  the  mind  of  every  boy  and  girl  m 
America,  and  yet  only  a  year  ago,  at  the 
Schoolmasters'  Club  in  the  Athens  of  Wash- 
tenaw County,  I  heard  a  teacher  solemnly  pro- 
pose that  we  make  room  for  ancient  history 
by  dropping  English  history.    Indeed,  in  the 
very  school  house  where  we  sat  a  student  who 
elected  the  German  language  need  not  take 
English  history.   Reason  seem,ed  to  have  fled 
to  brutish  beasts. 

Ask  the  average  citizen  whence  came  our 
American  liberties.  In  nine  cases  out  of  ten, 
if  he  is  not  wholly  stumped  by  such  an  acad- 
emic question,  he  will  say  that  Httle  verse 
from  his  catechism,  "our  ancestors  in  the 
American  Revolution  won  them."  If  you  ask, 
"Well,  how  about  England?"— he  will  reply, 
"Oh,  she  tried  to  take  them  away  from  us." 
By  nursing  that  ignorance  and  prejudice  we 
have  taught  some  seven  or  eight  generations 
of  Americans  to  hate  England.  Only  now, 
when  this  shallow  idea  becomes  a  menace  to 
the  welfare  of  America,  do  we  wake  to  the 
folly  of  ever  having  let  it  be  born.  May  all 
the  ministers  of  grace  defend  us,  if  we  do  not 
begin  from  this  moment  to  teach  the  truth 
and  the  whole  truth.  Isn't  it  just  as  easy  to 
speak  the  truth  and  say  that  our  fathers 
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,y  fought  for  the  rights  of  Englishmen,  as  to 
tell  over  aguin  the  old  silly  story  of  the  em- 
battled farfiiers  winning  our  liberties  at  Lex- 
ington and  Concord  and  Bunker  Hill — leaving 
the  impression  as  is  too  often  the  fact,  that 
they  did  not  exist  before? 

War  of  1812 

In  teaching  the  War  of  1812  also  the  true 

character  of  our  dispute  with  England  is 
rarely  made  clear  in  our  text-books.  W^hen 
England  insisted  upon  the  right  of  search  and 
of  impressment  of  sailors  whom  she  believed 
to  be  her  subjects,  she  was  only  insisting  upon 
a  right  under  an  international  law  accepted 
and  acted  upon  by  most  nations  of  the  world. 
Moreover,  text-books  rarely  make  understood 
the  world  conditions,  Napoleon's  ambitious 
aims — ^and  his  continental  system  which  Eng- 
land was  fighting,  and  thus  upholding  the  free- 
dom of  nations  to  trade  where  they  would. 
They  do  not  explain  how  England's  back  was 
against  the  wall  in  her  fearful  struggle  to  save 
herself  and  the  world  from  the  assaults  of  a 
conqueror  seeking  world  domination.  They 
have  not  been  bold  enough  to  point  out  that 
the  picture  of  James  Madison,  apostle  of 
peace,  allied  with  Napoleon  Bonaparte,  the 
genius  of  war,  is  one  to  arouse  the  sardonic 
laughter  of  a  C3mic. 

Not  only  the  text-books  must  correct  the 
wrong  done  in  the  past  by  the  ill-teaching  of 
American  history,  but  all  of  us  who  know  the 
truth  must  try  to  correct  the  wrong  views  of 
men  or  the  older  generations  who  have  been 
badly  taught.  If  some  benevolent  old  gentle- 
man tells  you  that  he  can't  forgive  England 
for  sympathizing  with  the  South  in  the  Civil 
War,  can  you  not  recall  for  him  that  the  cot- 
ton weavers  of  Lancashire  starved  and  found 
no  fault  when  we  blockaded  the  South  and 
cut  off  the  supply  of  cotton?  Can  you  not 
read  to  him  the  words  of  John  Bright,  that 
"the  British  people  clung  to  freedom  with  an 
unfaltering  trust*'  when,  in  our  Civil  War, 
their  Tory  government  "were  hostile  or  coldly 
neutral?"  Tell  him  that  these  English  aristo- 
crats saw  their  error  a  few  years  later,  and 
some  of  them  joined  with  our  historians  in  de- 
claring that  it  was  not  in  a  lordly  castle  on 
English  soil  that  the  noblest  statesman  of  the 
century  was  born,  but  in  a  lowly  log-cabin  in 
America.  If  he  asks  you  with  a  sneer  when 
England  became  our  friend,  can  you  not  give 
him  the  soft  answer  which  turneth  away 
wrath,  "Yes,  the  exact  date  is  1867  when 
through  the  second  reform  bill  England  be- 
came a  democracy."    Since  then  she  has 


patiently  endured  much  from  us,  .und  in  Manila  \ 
Bay  she  ranged  her  ships  and  gui-s  with  ours. 
For  years  she  has  been  our  friend,  faithful  and 
just  to  us,  even  when  our  politicians  scorned 
and  spurned  her. 

There  are  many  reasons  why  this  past 
wrong  must  be  righted.  The  present  crisis 
demands  it,  but  the  future  welfare  of  demo- 
cratic peoples  the  world  over  demands  that 
we  must  foster  the  friendly  feeling  between 
the  English  and  the  American  people.  In  that 
friendship  only  do  I  see  any  practical  way  for 
the  realization  of  the  wide- spread  desire  to 
attain  a  permanent  peace.  I  have  little  hope 
in  artificial  leagues  to  enforce  peace,  or  other 
devices  not  founded  on  the  everlasting  rock  of 
human  nature. '  To  me  it  is  an  inspiring  fact 
filled  with  promise  for  the  future,  that  once 
more  England  and  America — mother  and 
daughter — ^sit  hand  in  hand  in  the  great  coun- 
cil chamber  of  the  nations.  May  we  never 
part  again,  but  in  perfect  sympathy  work 
together  for  the  peace  and  progress  of  the 

Due  Proportion 

The  contributions  of  other  peoples  to  our 

civilization  are  not  to  be  ignored  in  the  edu- 
cational scheme  which  is  here  suggested,  but 
care  must  be  exercised  to  keep  all  elements  in 
due  proportion.  Propaganda  in  the  interest  of 
a  particular  race  or  nation  takes  the  character 
of  false  or  unfair  emphasis  laid  upon  the  con- 
tributions of  that  race  or  nation  to  the  cul- 
tural development  of  our  people.  All  that  I 
advocate  is  an  honest  and  truthful  teaching 
to  American  youth  of  the  true  sources,  what- 
ever they  are,  from  w'hich  American  character 
and  institutions  have  been  derived.  Above  all 
there  must  never  be  in  the  future  an  easy- 
going indifference  as  to  whether  the  growing 
youths  of  our  country  are  imbibing  the  best 
traditions  of  America  and  the  true  and  funda- 
mental doctrines  of  democracy.  They  must 
be  inspired  with  the  conviction,  in  the  words 
of  the  President,  that  "The  right  is  more 
precious  than  peace,"  and  "that  we  shall  fight 
for  these  things  which  we  have  always  car- 
ried nearest  our  hearts — ^for  democracy,  for 
the  right  of  those  who  submit  to  authority  to 
have  a  voice  in  their  own  government,  for  the 
rights  and  liberties  of  small  nations."  Only 
thus  will  we  find,  when  such  another  crisis 
comes  in  our  nation's  history,  that  all  of  our 
splendid  youth  is  dedicated  without  hesitation 
to  any  heroic  task  necessary  to  make  sure 
"that  government  of  the  people,  by  the  people, 
and  for  the  people  shall  not  perish  from  the 
earth." 


